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Ex Parte: Universal Service - CC Docket 96-45, Forward Looking Mechanism for High
Cost Support for RurallECs - CC Docket 97-16~/

Dear Ms. Salas:

On Tuesday, November 17, representatives from GTE met separately with Kevin Martin
of Commissioner Furchgott-Roth's office and William Rogerson, Chief Economist, Office
of Plans and Policy to discuss issues referred to the Federal/State Joint Board,USTA's
proposal for universal service support for non-rural LECs, and customer impacts of
USTA's plan.

On Wednesday, November 18, representatives from GTE also met with Rich Lerner,
Tamara Preiss, Belinda Nixon and Aaron Goldschmidt of the Common Carrier Bureau
and Jim Schlicting to discuss the same topics.

Sincerely,

Attachments

..------------
~-.-._--.- -

A part of GTE Corporation
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Ex Parte: Universal Service - CC Docket 96-45, Forward Looking Mechanism for High
Cost Support for Rural LEes - CC Docket 97-160

Dear Ms. Salas:

On Tuesday, November 17, representatives from GTE met separately with Kevin Martin
of Commissioner Furchgott-Roth's office and William Rogerson, ChIef Economist, Office
of Plans and Policy to discuss issues referred to the Federal/State Joint Board, USTA's
proposal for universal service support for non-rural LECs, and customer impacts of
USTA's plan.

On Wednesday, November 18, representatives from GTE also met with Rich Lerner,
Tamara Preiss, Belinda Nixon and Aaron Goldschmidt of the Common Carrier Bureau
and Jim Schlicting to discuss the same topics.

Sincerely,

Attachments

A part of GTE Corporation



Federal Universal Service Funding And Surcharge Requirements

Universal Setvice Component Funding Requirement Requisite Surcharge Based Requisite Surcharge Based Flat Fee Per Line Flat Fee Per Telephone Number
On Total Ret.iI Revenues On Interst.te Ret.iI Revenues

USTA Plan· S 4,300,000,000 215% 5.66% $ 200 $ 155
Schools & Libraries S 1,300,000,000 0.65% 1.71% $ 061 $ 047
Rural Health Care S 100,000,000 005% 0.13% S 0.05 $ 004
High Cost Support· HCF $ 857,774,080 043% 113% S 040 S 031
High Cost Support· LTS S 469,290,120 0.23% 062% S 022 S 017
High Cost Support· DEli S 395,735,800 0.20% 0.52% $ 0.18 S 014
Low Income Support $ 463,200,000 0.23% 0.61% $ 0.22 S 017

Totar S 7,086,000,000 3.54% 932% $ 330 $ 255

• Includes interstate access replacement component of USTA plan. This analysis does not include any increase in high cost funding provided to states
• Net Of $800 M Contributions included in USTA funding requirement
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CCL And PICC Revenues Support Higher Cost Areas~
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* Chart shows current level of monthly interstate common line recovery per line for GTE and Contel of Texas. Distribution of costs
based on wire center output from BCPM 3.1. Costs truncated at $30 per line per month.



CCL And PICC Revenues Support Higher Cost Areas~
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* Chart shows current level of monthly interstate common line recovery per line for GTE and Contel of Texas. Distribution of costs
based on wire center output from BCPM 3.1. Costs truncated at $30 per line per month.



CCL And PICC Revenues Support Higher Cost Areas~
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* Chart shows current level of monthly interstate common line recovery per line for GTE and Contel of Texas. Distribution of costs
based on wire center output from BCPM 3.1.



CCL And PICC Revenues Support Higher Cost Areas~
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Residential Net Customer Bil/lmpact By Household Income (!il§)
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A Flat Fee Of $1.09 Per
Residential Telephone
Number And $2.19 Per
Business Telephone
Number Would Generate
Funding For The USTA
Proposal To Eliminate
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Reduction In Access
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Residential Consumer
Would Save $0.48.
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Le•• then $10,000 S10.ooo· SU,'" $30.000 • S5..... S80.OOO + I Ave,age Custome, .

IAverage Local & Long Distance Bill Before Acce55 Reduction And Surcharge $43.86 $50.24 $57.01 $65.86 $55.78·

Average Local & Long Distance Bill After Acce55 Reduction And Surcharge $43.74 $49.93 $56.52 $65.02 $55.30

Netlmpact III $0.12 $0.31 $0.49 $0.84 $0.48

• Analysis based on 1998 PNR Bill Harvest data. Customer benefits reflect elimination of the PICC and a CCl reduction of 1.1 cents per
interstate toll minute. This portion of USTA's plan would be funded by a $1.09 surcharge per residential telephone number and $2.19 per
business telephone number, where residential telephone numbers represent apx. 60% of total telephone numbers (based on relative access
lines in SaCC). Any increase in high-cost funding to states would produce additional reductions in state rates that are not reflected here.



Residential Net Customer Bil/lmpact By Household Income~
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Residential line And
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For The USTA Proposal
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Residential Consumer
Would Pay $0.10 More
Than They Do Today.
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iAverage Local & Long Distance Bill Before Access Reduction And Surcharge $43.86 $50,24 $57.01 $65.86 $55,78

I Average Local & Long DIstance Bill After Access Reduction And Surcharge $44.32 $50,51 $57,10 $65.60 $55,88

I Netlmpact 0; -$0.46 ·$0.27 -$0,09 $0,26 ·$0,10

* Analysis based on 1998 PNR Bill Harvest data. Customer benefits reflect elimination of the PICC and a CCl reduction of 1.1 cents
per interstate toll minute. This portion of USTA's plan would be funded by a $1.67 surcharge per residential local loop and $3.34 per
business local loop, assuming conservatively that residential lines represent 80% of total lines. Any increase in high-cost funding to
states would produce additional reductions in state rates that are not reflected here.



Residential Net Customer Bil/lmpact By Household Income~
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Average Local & Long Distance Bill Before Access Reduction And Surcharge' $43.86 $50.24

Average Local & Long Distance Bill After Access Reduction And Surcharge $44.07 $50.26

Netlmpact 0: -$0.21 ·$0.02

A Flat Fee Of $1.42 Per
Residential line And
$2.84 Per Business
line Would Generate
Funding For The USTA
Proposal To Eliminate
The Interstate CCl and
PICC: A $4.3B
Reduction In Access
Charges. An Average
Residential Consumer
Would Save $0.15.

* Analysis based on 1998 PNR Bill Harvest data. Customer benefits reflect elimination of the PICC and a CCl reduction of 1.1 cents per
interstate toll minute. This portion of USTA's plan would be funded by a $1.42 surcharge per residential local loop and a $2.84 surcharge
per business local loop, assuming that residential lines represent apx. 60% of total switched and special access lines (SaCC). Any
increase in high-cost funding to states would produce additional reductions in state rates that are not reflected here.



Residential Net Customer Bil/lmpact By Household Income~
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I Average Local & Long Distance Bill Before Access Reduction And Surcharge i $43.86 $50.24, $57.01

! Average Local & Long Distance Bill Aft., Access Reduction And Surcharge' $43.94 $50.13 I $56.72

Net Impact • ·$0.08 $0.11 $0.29

* Analysis based on 1998 PNR Bill Harvest data. Customer benefits reflect elimination of the PICC and a Cel reduction of 1.1 cents per
interstate toll minute. This portion of USTA's plan would be funded by a $1.29 surcharge per residential telephone number and $2.58 per
business telephone number, where residential telephone numbers conservatively are assumed to represent 80% of total telephone
numbers. Any increase in high-cost funding to states would produce additional reductions in state rates that are not reflected here.



The Universal Service Challenge
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The Universal Service Challenge

• Wllclt's tile Problelll?

• Wllclt' s tile SoIlltiOIl?
- usrrA Pr"()ll0Sal for NOl1rllral Areas

• Wllat's tIle E-rfcct 011 ConSllll1ers?

• I-low Will Bellcfits Be Passed Tl1fOllgh?



What's The Probleln?

• We I-lave a l~lI11(ling Mec11anisll1 Today
Most support is i1l1pl icit

• 1\ portion cOlllCS(i"Olll interstate access
$5.9 Billioll per year

--- 'l'he rest COllles (i'Olll state rates for access, toll, vertical
services, business

• The C:urrcnt SUI)I)Ort Is Un-fair and Inefficient
• Not consistent \vith Act

• lJ nsusta inable

• PrCclllpts rcsidence local cOlllpetitioll

• Why should slatcs care about inlplicit intcrstntc support?



GTE's lJ"ivcrsal Service Support By Service ~

. ~---- --_._--- _. - _._----_. _.-'- --- ._.- --_._-- . __ ._-$20

$15

Interstate
Access

Intrastate
Access

IntraLATA
Toll

Vertical
Services

Business
Local

.. - -_... .. ---_... -

Residence
Local

..-._-- ,-_ .._-------

$22.90Iline
per month

----_.- ---_._--- .. _---

--------_._.. - .._- .. -- --

----_... _._-~- _. - - -- - ---- .~--_._-----_ .. _--,---

"----,-CL--,c:III--

[] Support At Current Rates

Current High-Cost
Support ($90M)

L-Jrn1llIllllllr- I

'\

$1 0

-$15

-$20

Ci)
c: $0.5
o'---'-Ql $0
U)
"""'-

1::o -$05
Q.

§-
U) -$10

mil Support At Cost-Based Rates
'I.;' I,

. Illterst<lle conlrllllllloll excludes rue,- charges



What's The Solution?

• Provide I':xplieit, Competitively Neutral Funding

• l JS' I'!\ I)r()11()sal
For Fcdcra I 111cchal1 iSI11

I,'or Non-rural ~lre~lS

• 'I'\\!() (\Hl111()n~nls:

l{cpl~lCC ill1plicit support generated by interstate access

t()d~lY

Provide f'unding -- \vhere nceded -- to rcplace ilnplicit

sllj1j1ort gellerated hy state rates today



USTA Proposal: Interstate
Access COlnponent

• W()llt(l clil11il1Llte il1tcrstatc CCL al1(\ PICC

l:\lar~cs
L-

1\ 1)() II t $4.3 I~ i 11 i()n ()r til is conll)OllCll t

Supp()l'l in each stll<Jy (lrC,l == currcllt rcvellue

I ~cC()111 Cs 1)cr- ti11 C SUI)I)0 rt <1III () Unt

1l ()1·t~tl) tc

llcr-t inc anl()Ul1l varies by slllall arca
• l I~~ l' C()S1 11 H H' C' I0 detcrill i11ere1at ivc IeveIs



us'rA Proposal: State High Cost
COlnponent

• Addilional Federal Funding For States
Where Needed lo Assure Affordable,

(\)111\1aral1'c I~alcs

• Slales Ilave Responsibility to Address

\) rc) l1 \C111

• Federal Funding at Least At Current Level

. 1\ l1()lit $25() 111i \\i()11 l ()(\ay

AllY illcreases lo offset currenl implicil supporl



Funding For USTA Proposal

• Sllrchar~e On Retail Revenues of All Carriers --
L. .

State antI 1ntcrslatc

I·'air" ncutr;.d

Providcs largcst possible base

I'Jilnil1~llcs nced to identify traffic, opportunity for

111 isreporting

Surclwrge For Interstate Component 2. 15(Yo
• Replaces 11,\ ':C contribution to existing funds -­

recovered in ~lccess today (about $800 nlitlion of the

t4 ._) 1~ i\ Ii() 11 )



What 1s the Effect on Consul11ers?

• /\nalysis ()r US'I'/\ l)r()I1()sal

I~~lsed ()11 Sa 111 pIe () r(:ustonlcr 13 ills

I)oes Not ;\11~dyze Increase in State C01l1pOnent

• liJill1in~lte IX(,1 PIC:C: Pass-through

• I{educe Interstate long distance 1.1 ccnts/nlin

• ;\pply 2. 15(~) S1I rcharge

• I~CSi(\CI1CC WirclillC ClISt()ll1CrS bCllCfit

!\ t ~d I InC()nlC levels

/\ t ~ 11 I v ()It 1111 C Ieve Is
• 1'~ vC11 ells t() 111 Crs \v 11 0 Inaken 0 toll caII s



Net Custorner Bill Savings By Household Income~
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rVr?i" (;t.lsi"orrler Billllnpact By Household Income ffiE
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!\/et CU~5toll1cr Billllnpact By Household Inco/lle em
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13cncfits of USTA Plan

• tJl1ivcrs~\l Service SUI11)()rt is Mtl(ic SCCllrc

• 11..11·:( 's C~lll (,\)1l111cte r·'~lirly

II J IJ I interstate rates not burdened by inlplicit support

• I-,()c~tl C\)11111Ctiti()1l 1l() lOllgcr l)rCCllll)tcd

('1,1·:( 's h~\ve proper incentives to serve residence
CllStOll1CrS 'l \vhn ~an benefit fronl choices, innovation

• 'l'hcsc l~cllcrits ('an l~c GclillC(i Witl10l1t 1-larl11 t()

( I 1I r rC11 t 1~ csidC11 CC C: IIS t() 111 Crs

1)()ll~lrs ~lrc ~drl'~ldy there today

rVl~lkillg support 1nure erlicient bencfits COnSLll11CrS



1-low Will Benefits Be Passed
l'hrough?

• l\Hlcerll 'l'hallXCs Will Not [)L1SS rrllrollgll
/\ ccess I~e<.lllcli ()llS '-r() A It Cllstoll1crs

• l_\)1I1l1 I~e A<.I<.lressc<.1 [~yMal(il1g Access
I~cd 1Icti()11 (~ () 11 <.t i l i()na1

'1'0 ensure that public policy objective is 111ct

• 'l'() (iet Access l~e<.llIctioll, IXC WOlllel "rral(c the
l)\edoc'l"l

2

V() lUll ta ry agreelncn t

P;lsslhrOll1!,h in l'orln or crcdit on each cllstonlcr's bill
< -

I\chicvcs policy g()~t1 \vilhollt rcgllbltiol1 or IX(~s


